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Abstract 
The first and foremost objective of reporting is to contribute to the constant dialog between stakeholders. The reports have little 
value by themselves unless they manage to provide information to stakeholders or to support a dialog able to influence the 
decisions and behavior of both the companies publishing the report and its users. The information provided is useful to the extent 
it allows: environmental risk assessment; determination of projects designed to define these risks; determination of environmental 
performance incidence on financial results, etc. Considering the above, we analyzed the financial statements of various 
companies listed on the Bucharest Stock Exchange, included in the 1st category, in order to identify the environmental 
information they reported. 
© 2014 The Authors. Published by Elsevier B.V. 
Selection and peer-review under responsibility of the Faculty of Economics and Business Administration, Alexandru Ioan Cuza 
University of Iasi. 
 
Keywords: environmental information, financial statement, sustainable report, environmental information certification 
1. Introduction 
Traditional financial accounting and financial reports lay a strong emphasis on the importance of a company’s 
financial results. According to this model, the annual financial statements include the assets and liabilities, share 
value, profit and financial evolution of a particular entity during the period considered, etc. They usually neglect 
environmental issues, as their financial incidence is not high enough to lead to accountancy criteria application, and 
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thus minimize the role of non-financial data. Despite the fact that environment undoubtedly plays a vital role in 
company strategy, annual financial reports fail to render the full extent of environmental issues since companies do 
not always satisfactorily describe the actions took to integrate their environmental strategy in the overall policy. 
The concern for the interests of external users rather than for a company’s shareholders dates back to the 70s and 
it is generally related to the publication, in 1975, of the Corporate Report, which was later called the Corporate 
Social Responsibility Report – CSR Report. The 90s witness the enthusiastic enforcement of the corporate 
environmental reporting rules. In the beginning, most entities used to assess and report their impact on the 
environment relying on traditional criteria applying to financial reporting, i.e. ownership right and direct control 
criteria. Then, companies started to attempt to extend the reporting limits in order to provide a more adequate and 
faithful image of the “mark” of a particular entity and of its activities (Antheaume & Marcenac, 1999). 
The CSR has been lately perceived as an instrument allowing “the reconciliation of economic, social and 
environmental aspirations”. Thus, accounting specialists have started to question profit, which used to be considered 
the only business performance measure, and suggested a more extensive corporate responsibility for businesses, 
whereas the users of these financial statements request information on risk and expenditure incidence on the 
evolution of an entity, on the manner of approaching environmental issues and on the performance reported in the 
field, while measuring or describing the elements that may influence the entity’s financial statement. 
2. What type of environmental information is published in the annual reports? 
The first and foremost objective of reporting is to contribute to the constant dialog between stakeholders. The 
reports have little value by themselves unless they manage to provide information to stakeholders or to support a 
dialog able to influence the decisions and behavior of both the companies publishing the report and its users.  
As concerns the publication of information on various environmental issues, this is either order by authorities, or 
done voluntarily by some companies (Caraiani & Jianu, 2007). Annual reports include financial environmental 
information (for instance, environmental protection expenditure) and non-financial environmental information, 
either qualitative information (for instance, natural resource exploitation policies), or quantitative information (water 
and electricity consumption, waste management, etc.). 
2.1. Information requested by authorities 
The public national authority or different regulation bodies often impose environmental information publication 
obligations. The entities that adopted and apply the IAS/IFRS standards are required to provide much more detailed 
and thorough environment-related information in the notes to their financial statements than the companies that are 
regulated by national standards. The General IAS/IFRS Framework encourage the submittal of additional 
statements, such as an environmental report or a management report describing the main performance characteristics 
and uncertainties that the entity has to face, if they include information with considerable impact. Nevertheless, it is 
up to the company to decide whether it makes an environmental report public or not. 
2.1.1. Financial environmental information  
Financial environmental information communicates accounting data taken from the company’s financial 
statements and it renders the evolution of an entity at a particular point in time. Shareholders, investors and other 
stakeholders need to know the long-term environmental impact on the performance of a company in order to gain 
full knowledge of its financial evolution.  
There have also been drafted international regulations defining the environmental information that must be 
published and the manner in which it should be published: 
The UNCTAD Regulation of 1998 requests the inclusion of the following information in the notes to the 
financial statements (UNCTAD, 1998): 
x a description of the assessment methods employed (possibly updated) and of the environmental aspect correction 
calculation method; 
x detailed information on the “other provisions” entry in the balance sheet; 
505 Leontina Pavaloaia /  Procedia Economics and Finance  20 ( 2015 )  503 – 509 
x description of any liabilities that may occur and inclusion of sufficiently detailed comments that would enable 
one to understand: 
 the nature of these liabilities; 
 the estimated financial effects of these liabilities; 
 any uncertainty related to the fact that generates them, to their amount or due date. 
The Commission Recommendation (EC) No. 453/2001 provides that the users of financial statements be 
informed of the environmental risk and expenditure incidence on a company’s financial evolution, of the manner in 
which environmental issues are dealt with and of the performance reported in the field or of the elements that may 
affect financial statements. The regulation provides a general environmental information description framework and 
requests the following information (EC, 453/2001): 
x the environmental liabilities with considerable significance, providing information on their nature, duration and 
regulation; 
x the accounting method chosen to reflect the are restoration and site rehabilitation costs; 
x current environmental expenditure, significant fines and penalties; 
x environmental expenditure entered under fixed assets when they may be estimated; 
x subsidies granted for environmental protection. 
This recommendation was amended by the Directive 2003/51/EC, which provides both the financial and non-
financial information that must be reported, as well as its transposition in the national legislation. The EU passed the 
Regulation (EC) No. 166/2006 in 2006, which set the creation of a database containing environmental information 
managed by the European Environment Agency, and developed the European Pollutant Release and Transfer 
Register in 2007, which is a register containing environmental data of the Member States. The Renewed EU 
Strategy for CSR 2011-2014 was passed in 2010, which recommends following responsibility on the supply chain, 
checking non-financial data and implementing a lifecycle methodology designed to measure environmental 
performance. 2011 saw the passing of the Single Market Act [SEC (2011) 467], which recommends the 
determination of the ecological footprint of various products and greater transparency of the social and 
environmental aspects. 
The IAS/IFRS standards suggest considering an entity’s environmental expenditure, which should be entered 
either as assets, or as liabilities, thus improving communication among the various financial components. One 
should bear in mind that this information is entered under intangible fixed assets (research-development 
expenditure, emission permits, green certificates, exploration licenses, etc.) or under tangible fixed assets (pollution 
prevention or control facilities, like for instance sewage treatment plants, etc.), under provisions (for site 
rehabilitation, for radioactive waste, for DEEE, etc.) or under current expenditure. Environmental information is 
vital for entities since it increases its reliability on the financial market and allows it to contract insurance against 
pollution risks, for instance. 
Although there is no generally accepted framework as concerns the reporting of this information, some 
companies publish financial environmental statements that itemize the contracted environmental costs and the 
benefits gained further to these expenses (Emery, 2005) (for instance, Baxter - SUA, Carillion, Bulmers, Wessex 
Water – United Kingdom, Helsingin Energia, Sonera – Finland, etc.). For example, the Baxter Group (SUA) has 
published a financial environmental statement in its environmental report ever since 1995, which includes 
information on the environmental costs and benefits gained from the actions taken to protect the environment. The 
presentation method and reported data have suffered changes over time. Whenever there occurred changes, the data 
of the previous years were corrected so as to make the information comparable. The Finish group Helsingin Energia 
reports its environmental cost information both as absolute values and as percentages of the total costs and turnover, 
the investments made in this sector, its environmental obligations, as well as the environmental benefits gained. 
Thus, according to the annual report of 2012, the environmental costs amounted to 17.8 million Euros (2.3% of the 
total costs, 3% of the turnover), whereas the environmental investments amounted to 2.16 million Euros (2.9% of 
the total investments) against 8.4 million Euros in 2011, the environmental liabilities amounted to 18.8 million 
Euros and the environmental benefits were 1.42 million Euros. Most Japanese companies include their 
environmental costs (investments and current expenses) and benefits gained further to the environmental protection 
actions in their environmental report. Unfortunately, since Romania lacks regulations that would make this reporting 
mandatory, there are no companies that provide such data. Only the Statistic Directory of Romania provides annual 
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information about the current expenses and investments made in environmental protection and pollution control. 



















Fig. 1. Evolution of the environmental current expenses and investments between 2000 and 2010.  
Source: National Statistics Institute, 2001-2011. 
Since there are no Romanian laws forcing entities to provide environment-related information, only multinational 
companies or companies that implemented the IAS/IFRS standards usually include such data in their annual reports. 
Thus, the forms drafted by the Ministry of Public Finance contain information on the environmental expenses in the 
profit and loss account, each company being free to provide more or less detailed such information in the 
explanatory notes. We analyzed the annual reports of companies listed on the Bucharest Stock Exchange included in 
the 1st category, and we barely found a handful that reports such information. Thus, only 28% of the 18 companies 
that conduct business activities (the others are banking and security trading institutions and are regulated by specific 
reporting rules) include information on their environmental protection costs in their profit and loss account, only 
17% include information on their greenhouse effect gas emission certificates in the notes to their annual financial 
statements (some provide quantitative information – no. of certificates assigned, whereas others provide financial 
information), 11% include information about their land discontinuation and rehabilitation provisions, 6% provide 
penalty-related information (Oltchim received a 14,343,700 Euro fine for not having reported its emission 
certificates on time in 2011), and others claim not to have significant environment-related liabilities (for instance, 
Transgaz, Turbomecanica). 
2.1.2. Non-financial environmental information 
Non-financial reporting has become an increasingly important part of the reporting activity. It includes both 
qualitative and quantitative data: 
x non-financial qualitative information provides data on the environmental protection actions taken to various third 
parties: environmental policies implemented, actions taken to repair the damages caused, measures taken to limit 
pollution and to ensure compliance with the legal requirements and environmental regulations, existence of in-
house environmental management services, ISO 14000 or EMAS certification, etc. Turbomecanica claims to 
have an integrated environment license valid through 2015. 
x non-financial quantitative information provides data on water, raw material and power consumption, on soil use, 
on air and water emissions, on noises and vibrations, etc. The determinations are possible by technical appraisals 
and measures to which the companies agree either voluntarily, or when forced by various regulations. We should 
point out that, as concerns this non-financial quantitative information, there have been suggested neither 
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particular methods that should be employed for the technical determinations, nor a unitary determination 
methodology. Therefore, companies are free to choose the measures they wish, which makes it difficult to draw 
comparisons between the information reported by various entities. According to OMV Petrom’s 2012 report, the 
group has no such deficit; thanks to the 4,287,525 certificates assigned to it (1,165,000 emission certificates were 
sold in 2011). 
2.2. Information voluntarily provided by companies 
If an entity wishes to assure the continuity of its activities, this entity must prove respect for those affected by its 
activities (Campbell et al. 2007). From this point of view, the publication of information regarding the environment 
can be viewed as an attempt from the managers to identify the company's activities for the public. 
Most often, the information voluntarily presented has the form of an environment or sustainable development 
report (Antheaume, 2003). The sustainable reporting possesses the quality to provide information that is essential in 
business analysis and, usually, is absent from the financial reports. This information completes financial reports with 
date that can contribute to better understand, on behalf of the users of the reports, of some fundamental value 
promoters such as formation of human capital, corporate management, risk and responsibility management related to 
the environment, innovation ability etc. 
Hossfeld mentioned in a survey regarding the environment reports carried out in Germany that he found out those 
there three major arguments determining the elaboration of an environmental report (Hossfeld, 2003): 
x market motivation: the entities are stimulated to present their environment performances to the market, mainly in 
order to differentiate from the competition or to communicate the main production ideas (food industry or bio-
products) 
x motivation for image improvement: this motivation usually appears in the case of companies having the 
reputation to strongly affect the environment (for example, chemical industry, extractive industry) etc. The main 
recipients of this information are mainly the public and the employees. 
x motivation of internal reporting: the objective of the reports is to improve environment management. These are 
periodically carried out, being destined, mainly, for the employees, either to those directly involved in 
environment management or to other employees in order to motivate them to act in the purpose of environment 
protection. 
It should be noted that there is a practice of entities regarding the communication of environment information in 
an environment report or in a sustainable development report that is capable of creating a bit of confusion among the 
voluntarily published information and the required information. 
In Romania, few entities voluntarily publish such information in an environment report. The Cernavoda Nuclear 
Power Plant sporadically publishes environment reports on its website. The last report is from 2010 providing 
information regarding the impact of company's operation on the environment, the management of emissions 
regarding radioactive emissions in air, water, management of radioactive waste and non-radioactive chemical waste 
etc, and, in the financial report of 2012, the amount paid for the decommissioning of two units and for the 
permanent storage of radioactive waste is of 96 million lei (according to the national legislation, the responsibility 
was assumed by the Nuclear Agency and Radioactive Waste), insurance against risks, as well as specific 
information regarding nuclear fuel, heavy water etc. OMV Petrom publishes a detailed report at group level. 
Following the carried out analysis, we can say that many Romanian companies are concerned about the 
sustainable development at declarative level. On the website of some companies (for example, Transelectrica, 
Impact, Turbomecanica) statements are presented regarding environment policy but not its monitoring and 
implementation ways. 
These conclusions are supported by the information published by the National Institute of Statistics which 
specifies that in 2010 there were 1.414 companies that implemented systems of environment management (1.181 in 
2008), under 1% of the total of the companies. The same thing can be said about eco-labeling, only 6 products at 
national level have received this certification. 
The relevance of a voluntary report of the company – based on the recommendations of the IAS/IFRS 
Framework – is not the anticipated one. These reports show the efforts of a company regarding environment 
management and are addressed to the public as a recipient of financial statements or of stock exchange documents of 
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the company and are usually carried out by companies that wish to create a certain image on the market or to 
strengthen their trust gained on the way how they integrate environment aspects in carrying out their activity. 
Since 1993 onwards, KPMG carries out surveys regarding the usage of environment reports at international level 
(International Survey of Environmental Reporting 1993), in which they analyzed the environment information 
presented in annual reports. This survey offers a fair overview of the practice regarding the publishing of 
environment data in annual financial statements and in distinct reports regarding the effort of entities related to the 
environment. The results vary between states and industrial segments, but the tendency is clear, more and more 
entities publish environment reports. Since 2005, an important change was recorded regarding the type of reporting, 
having in view not only aspects related to environment protection but also social and economic aspects. 
In 2013, the first 100 companies of 41 countries (4100 companies) were analyzed and 71% of them publish 
corporate reports. Globally, 77% of the companies publishing reports regarding corporate responsibility are from 
automotive industry, telecommunication and mass-media. 51% of the reporting companies provide information 
regarding corporate reporting in annual financial reports, compared to 20% in 2011 and 9% in 2008. 51% of the 
analysed companies include information from the CR within the financial reports (9% in 2008 and 20% in 2011) and 
only 10% have published an integrated report (most of them from South of Africa). The Romanian companies were 
subjected to expertise within the KPMG survey only in 2008. 23% of the companies participating in the survey 
publish reports regarding corporate responsibility in 2008, 54% in 2011 and 69% in 2013. One of the most important 
finding of the survey was that there is a commitment difference regarding corporate responsibility from the 
multinational companies operating in Romania which are active in other states. The result indicates the fact that 
Romanian companies are less mature regarding the voluntary publication of non-financial information. 
2.3. Certification of environment information 
Regarding the publication of environment information, many debates at international level have taken place 
regarding the recognition, classification and quantification of environment actions generating costs, risks and debts 
but no common point of view was achieved.  
The content of environment or sustainable development reports is not regulated, the entities choosing the 
publication of information that they consider necessary.  
In order to assure the quality of environment information presented in financial statements, this are subjected to 
certification. In order to audit environment data according to IAPS 1010: 
x value modifications of fixed assets are analyzed, for example, as a response to the modifications of environment 
legislation or of the business strategy, estimating their influence on these assets. In this purpose, the estimation 
procedures and policies of assets are analyzed in case its loss of value was due to environment factors. Regarding 
the loss of value of assets related to environment aspects that existed in previous periods, it is analyzed if the 
hypotheses which represent the base of active value reduction continue to be applicable. 
x the estimations of obligations related to a site are compared with the estimations of obligations for other sites 
with similar environment issues; the current incurred costs for other similar sites; estimations of costs and 
environment obligations reflected in the selling prices for similar sites sold during the period;  
x it is analyzed the extent in which the effects of environment issues are adequately presented in the financial 
statements. 
The auditors have to give their own answer regarding reporting norms, social and environment indicators and 
integration of this information in financial reports. 
Also, we should mention that not only environment information presented in financial statements is subjected to 
auditing, but also the information presented in environment reports or in sustainable development reports. But 
usually these reports are independently audited compared to the financial ones. Thus, in the surveys carried out by 
KPMG regarding the publication of environment information, it was found out that the majority of companies audit 
their financial statements independent of environment reports by an external body, and the number of companies 
which applies the auditing of environment reports increased significantly. In a survey carried out in 1999, KPMG 
showed that only 18% of companies have audited environment reports, 29% of the Global 250 companies in 2002 
and 30% in 2005 (27% of National 100 in 2002 and 33% in 2005). 67% of the analysed companies opted for 
certifying the CR by the big accounting companies (64% in 2011). 
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The periodical provision of some complete information can confer stability to an entity by avoiding major 
oscillations in the behavior of investors, oscillations triggered by inconvenient and unexpected disclosures. 
Unfortunately, due to the weak approach of aspects regarding sustainable development, Romanian companies lose 
competitiveness in relation with other states. 
3. Conclusions 
The intensification of pressures regarding a corporate responsibility highlights the convergence of sustainable and 
financial reporting. Complete integration, in the form of some unique reports describing performance in all 
dimensions – traditional financial, economic, environmental and social – is already practiced by some companies. 
Both improved analytical methods as well as the increasing requests of users interested in the presentation of some 
information will continue to sustain the evolution to a new reporting of performance based on a integrated report.  
Nation wide, the lack of a legal framework which would impose the disclosure of the environmental and 
sustainable development information, stimulates only occasional publishing of such information. Therefore, the 
current analysis reveals that only 44% of the companies publish some environmental information (few of them 
presents in the profit and loss account information regarding the current environmental expenses, while others 
publish, within the explicative notes, information regarding the provisions for decommissioning or replacement, 
emissions certificates GES, radioactive wastes). Moreover, the article highlights that not even the subsidiaries of the 
multinational companies do not include such information for the case of Romania, although the policy at the group 
of companies include revealing the information regarding the sustainable development. Such a practice leads, more 
often, to a competitive loss for the Romanian companies compared to other countries. 
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